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The Honorable Board of Supervisors 
County of Los Angeles 
383 Kenneth Hahn Hall of Administration 
500 West Temple Street 
Los Angeles, California 90012 

Dear Supervisors: 

APPROVAL O F  LETTERS OF UNDERSTANDING WITH PROVIDERS 
IN THE ANTELOPE VALLEY AREA 

(All Districts) (3 Votes) 

IT IS RECOMMENDED THAT YOUR BOARD: 

1. Delegate authority to the Director of Health Services or his designee (hereafter 
"Director") to execute Letters of Understanding, substantially similar to Exhibit I, 
with indenendent ohvsicians in the Antelooc Vallev for the orovision of nrimarv care . . 
serviccs to Community Hcalth Plan ~ncmbcrs formerly enrolled with Blue Cross of 
California's Mcdi-Cal Managed Carc Program (Mcdi-Cal) and future CHP 
members residing or working in the Antelope Valley for any or all CHP product 
lines, effective upon date of Board approval through April 30,2008, unless earlier 
terminated by either party or replaced by a definitive Agreement described in the 
second Recommendation immediately below. 

2. Delegate authority to the Director to offer, negotiate and enter into primary care 

Tcl: 1213)240.8101 agrccmcnts with indcpcndcnt physicians to support the expansion of the Community 
 ax: 12131 4816503 Health Plan in t l~c  Antclopc Valley, effcctivc upon date of cxccution up to March 31. . . 

2009, upon prior approvais by CO& counseland the chief ~dminis&ative Office. 

3. Ratify the Department's prior acceptance of a Letter of Understanding with Antelope 
TO imorove healfh Valley Hospital to ensure that the Community Health Plan fulfill its Knox-Keene 

liccnsurc and regulatory requirements. 
through leadership. - . 

service and educafion PURPOSE/JUSTIFICATION OF THE RECOMMENDED ACTION: 

The recommended actions require Board approval as follows: 

1. To ensure that the Community Health Plan (CHP) is able to maintain sufficient 
capacity, preserve the doctor-patient relationship, provide for continuity of care, and 

L enlmce member retention for the nearly 3,000 new Medi-Cal members who will be 
? transferred from Blue Cross to CHP by LA. Care effective May 1,2007. CHP will 

assign these members to the High Desert Health System. 
L 

2. To cnsurc that CHP is able to provide the same for future enrollees who are residing or 
working in the Antelope Valley under all CI-IP product lines. 
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3. To ratify the Department's acceptance of a Letter of Understanding with Antelope Valley Hospital 
AVH) (Attachment B), to ensure that CHP fulfill its Knox-Keene licensure and regulatory 
requirements in Antelope Valley, which was executed on an emergency basis. 

FISCAL IMPACTIFINANCING: 

The cost of health care services for each new CHP member is as follows: 

1. Medi-Cal Program is 100% offset by State and Federal funds received from L.A. Care Health Plan 
(L.A. Care) on a capitated per member, per month basis for each Medi-Cal beneficiary enrolled in 
CHP under the State's Two-Plan Managed Care Program, 

2. Healthy Families Program is 100% offset by State and Federal funds received from the State's 
Managed Risk Medical Insurance Board on a capitated per member, per month basis for each Healthy 
Families Program beneficiary, and 

3. PASC-SEIU Health Care Plan is 82.3% offset by State and Federal funds, with the remaining 
17.7% covered by net County costs, on a capitated per member, per month basis for each PASC- 
SEIU Health Care Plan subscriber. 

Wl~ile the initial usage of these independent primary care physicians is for Medi-Cal beneficiaries only, 
these physicians can also be selected by Healthy Family Program participants and IHSS Workers in the 
~ n t e l o ~ e  Valley. 

The Department may need to seek subsequent Board approval for an appropriation adjustment for High 
Desert Health System to cover the cost of services for the additional 3,000 new members for the 
remaining two months of this Fiscal Year (FY). Continued funding will be requested for FYs 2007-08 
and 2008-09. 

The reimbursement rates that will be used to pay independent physicians are on file with the Office of 
Managed Care (OMC) and arc kept confidential in accordance with section 1457 of the California Health 
and Safety Code. These rates will be shared wit11 the Board Office, the Chief Administrative Office 
(CAO), and County Counsel upon request. 

FACTS AND PROVISIONSILEGAL REOUIREMENTS: 

Communitv Health Plan 

CI-IP is a State-licensed health plan and federally qualified Health Maintenance Organization (HMO) 
administered by the Department's Office of Managed Care, and is licensed and regulated by the State's 
Department of Managed Health Care (DMHC). Among other things, DMHC requires licensed health 
plans to maintain agreements with network providers, and to reimburse non-contracted providers in a 
timely basis. 

Ratification of the Letter of Understandine with Antelope Vallev Hosnital 

On December 31,2004, CHP's agreement with AVH expired, and was not renewed as a result of both 
parties being unable to reach agreement on ternls and conditions. Despite this impasse, AVH agreed to 
continue services as a non-contracted provider for CHP members, and continue to receive reimbursement 
using the same previous contract rates. 
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On March 8,2007, L.A. Care notified CHP that nearly 15,000 Blue Cross Medi-Cal members will be 
transferred to other Plan Partners who hold written agreements with AVH in the event that Blue Cross 
and AVH were unable to renew their Medi-Cal contract expiring on April 30,2007. L.A. Care further 
instructed CHP that it had until March 15,2007 to submit evidence of a contract. Othenvise, CHP could 
not qualify to receive any Blue Cross members. This situation incentivized AVH to establisll a written 
agreement wit11 CHP. While CHP and AVH desire to establish a written agrcement, both parties agreed 
to execute a Letter of Understanding to meet L.A. Care's March 15,2007 deadline. This LOU contains 
the same rates that expired in 2004. Altllough such letter did not receive prior Board approval, it did 
result in the transfer of nearly 4,000 Blue Cross members to CHP of which 3,000 members reside or work 
in the Antelope Valley. The Department seeks Board ratification of this letter to fully disclose the 
circumstances leading to its development and execution. An informal Board memo was in its final 
drafting stage when the physician expansion opportunity arose. CHP chose to package all related issues 
in this Board letter. 

Pronosed Letter of Understandine with Blue Cross Phvsieians 

On April 26,2007, L.A. Care advised CHP that Care Is' Health Plan, the only other Plan Partner qualified 
to receive Blue Cross members, increased the number of its contracts with fom~er Blue Cross physicians 
in Antelope Valley. As a result, L.A. Care further advised CHP, that unless CHP could provide evidence 
of a contract with certain f o m w  Blue Cross physicians, L.A. Care will transfer a significant number of 
CHP's 3,000 new members to Care 1'' Health Plan to preserve the physician-patient relationship. 

While the Board delegated authority to the Director to offer CI-IP agreements to physician groups and 
hospitals, the Director does not have the authority to execute individual independent physician 
agreements. As such, the Department is requesting Board approval to execute Letters of Understanding 
with independent physicians for the provision of primary care services in Antelope Valley, whereby 
specialty care will be provided by the High Desert Health System cluster, and emergency outpatient, and 
inpatient care will be provided by AVH and/or Olive View Medical Center. Approval of these letters 
will have the added benefit of maintaining sufficient primary care provider capacity in Antelope Valley, 
preserving the doctor-patient relationship, providing for continuity of care, and enhancing member 
retention. 

Indenendent Phvsician Aercements 

CHP is currently developing independent pl~ysician templates, and plans to seek Board approval within 
three months. 

Exhibit I has been reviewed and approved as to f o m ~  by County Counsel. Attachment A provides 
additional infonnation. 

CONTRACTING PROCESS: 

Not applicable. 
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IMPACT ON CURRENT SERVICES (OR PROJECTS) 

Board approval will allow CHP to satisfy State regulations and Knox-Keene licensure requirements, and 
retain nearly 3,000 members formerly enrolled under Blue Cross with additional benefits as described 
hereinabove. 

When approved, this Department requires three signed copies of the Board's action. 

Respectfidly submitted, 

. M.D. 
Director andChief ~ e d i c a l  Officer 

Attachments (3) 

c: Chief Administrative Officer 
County Counsel 
Executive Officer, Board of Supervisors 
Office of Managed Care 



ATTACHMENT A 

SUMMARY OF AGREEMENT 

1. TYPE OF SERVICES: 

The proposed Letters of Understanding with independent physicians provide primary care services to 
CMP members residing in Antelope Valley for any or all CHP product lines. Specialty care will be 
provided by the High Desert Health System cluster, and emergency, outpatient, and inpatient care 
will bc provided by Antelope Valley Hospital andlor Olive View Medical Center. 

2. TERM OF AGREEMENT: 

Date of Board approval tllrough April 30,2008, unless earlier terminated or replaced with a Board- 
approved agreement. 

3. FINANCIAL INFORMATION: 

The cost of liealth care services for each CHP member is as follows: 

1. Medi-Cal Program is 100% offset by State and Federal funds received from L.A. Carc Health 
Plan (L.A. Care) on a capitated per member, per month basis for each Mcdi-Cal beneficiary 
enrolled in CHP under the State's Two-Plan Managed Care Program, 

2. Healthy Families Program is 100% offset by State and Federal funds received from the State's 
Managed Risk Medical Insurance Board on a capitatcd per member, per month basis for each 
Healtliy Families Program beneficiary, and 

3. PASC-SEIU Health Care Plan is 82.3% offset by State and Federal funds, with the remaining 
17.7% covered by net County costs, on a capitated per member, per month basis for each 
PASC- SEIU Health Care Plan subscriber. 

The Department may need to seek subsequent Board approval for an appropriation adjustment for 
Nigh Desert Health System to cover the cost of services for the additional 3,000 new members for the 
remaining hvo months of this Fiscal Year (FY). Continued funding will be requested for FYs 
2007-08 and 2008-09. 

The rcimburscmcnt mtcs tllat will bc used to pay independent pllysicians are on file with tllc Officc of 
Managed Carc (OMC) and are kept confidential in accordance with section 1457 oftlic California 
Health and Safety Code. Thcse rates will be sllarcd with the Board Officc, tllc Cl~ief Administrative 
Ofice (CAO), and County Counsel. 

4. PERSON ACCOUNTABLE FOR PROGRAM MONITORING: 

Teri D. Lauenstein, Dircctor of the Office of Managcd Care 

5. PRIMARY GEOGRAPHIC AREA TO BE SERVED: 

Antelope Valley 

6. APPROVALS: 

Office of Managed Care: Tcri D. Lauenstein, Director 
Contracts Administration & Capital Planning: Fred Leaf, Deputy 
County Counsel: Edward Yen, Deputy County Counsel 



This LeUer of Undem&g ("LOU") is madc and enkred into d t d v e  M&ch 15,2007 
('Zffdve Dafe'?, by & between Aittel- a not-for-pmfit 
Antelope VallcyHealthca~eDistdctmedioll facility and Cornunity Health Plan("CEP"). a 
Stat~liceosed health plan. Hospikl and CfI? ae each r e f a  herein u a Tarty') and 
collectively as the 'Tarfies:' 

-. 
RECTAL 

f i e  F'jrties desire to enterinfo this intnim amngemenf wbich shall sctfoah the rates of 
rekubnrsemmt for thepmviiion ofsc~wpmvidedby  Hospital to CHP knroUces until such 
time: as'ihePartics at= into adefinitive ageemen& 

"Covered Serviccs"meylsthe hospital services, pmiucts, supplies and related services that an: 
covered under EmUee's benefitprognm. 

"EmoUee"means an individual CBP m r m b e r o r ~  eligible depe@afs) ..' .,. . 
F;ho.is enrolledinrid elibletoreceivc Covered Service undcriketerms of magrqcpi.;:. ,,,. t : . ,;: 
with CW and hes desi~alcd a CR? physician as his or her primary care physician 

2 Licensure and Stzndards 
. . ....,..J.: t.,',.:i . , 

~cispiplisduly liccnsei caiifi&o*acnodited to.providdiheCovered Services, andF@: ,,: :, :, r.. . . . . 
amueihattbc CovemfS~'ws are pmvided by duIy licensed, certified or o&.&e . . , 

authorized or &C~~ditcd.p"o~eL Covered Semces shaUbeprovidedin accordance w .. . 

Hospital shall coixiply with: {a) gel?emUy,mQtcd,medical and surgical pmctices ~d sstandards . 
prevaihg in tho qplicablepmfossionalcommunity; (b) dlfederal, state and10:al statut~, 
regulatianr, ordinances and requiremmts and accrediedionzequircments applicable to to; 
Hospitaland Covered Services, inchding, without~~*ttion,thcKnox-we Act HHcalth Care 
&MCB Act of 197'5. 

Hospital shall usc rc&sonablc efforts to bill CHP td the aftenlidnvf Steve Thompson, CIaims 
Mbager, aithc address listcd behfor t5e  Covcred Scivices~ithinninety(90) days 
following the provision of the Covered Services. Hospital shallsubmit claimsto CHP on the 
W-92 form CHPshaU pay theHospital forthe Cover& Services, attho rates s.et forth on 
Exhibik A, witbin Gity working (30) days &erHeal& Plan receives the Hosgitall's bid. 



Enrollec grievances and appeats;.and oth~adiviti&~~onab~pneces& for l ie  propeI 
ndministration of this M U  consistent with applicable lam, rules, and re-ghtions. Hospital 
sllall use arid maintain the &den&li€y of medical records in ti&rdh&.with'mEable 

. . . .  . .. ....... . . .!.I' '?.. ,!;..lI;'li> .<:;..w,:, 
~ o t l k g  inthis ~ g r ' e e k n t  shall phibit ~ o s p i f  fiom b i i i a n  ~nrolliee fbr the p ~ ~ ~ q  ,a-i e .:,f ,z: . .. . . . he;lrth~c@semicMiiat%re not Cbve~Se~ces; 'h@j~&zt& f o ~ o ~ q & & e t &  @,+'&~..,.9 <. p: .. .- . !-.. .,. .. '.~o~~!s~:infom~nro11eesin writing betijreren6'eiidg any health ~ " s e & ~  th$qinot . . . . . - Cove& Snvi6es htthefe$mted Bervices arenot Cowed Sayices and (iiiEmoilee shall , 

agpin\dritingto makepaymeptfo Hospital forpgvisibriofsuch he;?thcare services. 

Hospital shail m&tain,at.& solewst and expense,:(a) insurance coverhg professional 
liabiitJiwith lirhifs in a m w g  nmountof $1,000,000 per claim anii$3,00Q,000 inthe 
aggegate,  workers c o r n p e p s a t i o n ~ w . ~ ~  m$~+&@y lay, and (c) general liabiity 
insurance orinsnrance, ihcluding premises.andpmanal injmy, in the minimum amount of 
$1,000,000per oc-ence, comLiii.d single liidit bodily ihjuir;mdproi3erty. 

The term of this Agreement &dl begin on ffie Efiective Date and end on twelve (12) months 
thareafter, unless otherwise earlier terminated. Either Partymaylenninate this LOU without 
cause at any time by givingthe otherParty30 days' written notice. 

This LOU will automatically terminate on the date, if any, that a definitive agreement to 
provide servicc to EnfoUees is oxecutcd by the Parties. The Parties acknowledge and agree 




